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From the Desk of Jack Thorsen: Debt Ceiling and the Trillion Dollar Coin
We often say that the U.S. Federal debt and deficits are some of the most misunderstood topics in
economics and finance, including the focus on the U.S. debt ceiling.
The Government Accountability Office described it this way: “The debt ceiling does not control the
amount of debt. Instead, it is an after-the-fact measure that restricts the Treasury’s ability to borrow
to finance the decisions already enacted by Congress
and the President1.”
Essentially, the debt ceiling is a limitation Congress
placed on itself in the early 1900s that can limit its
willingness, rather than its ability, to pay for past
spending. It is a relic from the era of World War I and
the gold standard. The U.S. officially removed definitions of gold convertibility from the definition of the
dollar in 1976, after President Nixon unpegged the
dollar from the price of gold.
Imagine that you and a group of friends agreed to go out for dinner with the understanding that everyone would split the tab. At the end of the event, after all of the food and drinks were consumed, the
server brings the check and a few of your friends refuse to chip in.
Not only do they refuse to pay their portion, but they also prevent
anyone else from paying out of concern that they might spend too
much at a future dinner. There is plenty of money available to pay
the tab but they simply refuse to allow anyone to do so unless a
concession is made about a separate item. They are willing to force
the negative consequences of refusing to honor their past
commitments on everyone involved. Albeit, that would be a
confusing and completely irrational scenario.

Thank you to many of you
who have already provided us a copy of your 2020
tax return. If you have not
done so already, please
give us a call so we can
determine the best delivery
method. We are happy to
work with your tax
advisor on accomplishing
this goal.

It is however, also a metaphor for the debt ceiling showdowns we
have witnessed over the past decade. First in 2011 when the credit
rating of the U.S. government was downgraded for the first time in
its history over risks that Congress would voluntarily default on
U.S. Treasury debt – and again in 20132.
Some leaders have opted to use these tactics for political purposes.
After the first debt ceiling crisis in 2011, Mitch McConnell said
“What we did learn is this – it's a hostage that's worth
ransoming3.” (Continued on Page 2)
1 https://www.gao.gov/blog/federal-debt-has-reached-its-ceiling.-what-does-

mean
2 https://www.webcitation.org/69i2qTnkW
3 https://www.washingtonpost.com/politics/in-debt-deal-the-triumph-of-theold-washington/2011/08/02/gIQARSFfqI_story.html
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One solution to this recurring self-inflicted crisis is to remove the debt ceiling altogether. Congress
passed laws creating it; they could create laws eliminating it. Dr. David Kelly, Chief Global Strategist
at J.P. Morgan Asset Management, wrote, “There is no evidence that this limit has slowed the growth
of government debt over time and the focus on this issue diverts attention from the more relevant
questions of how much the federal government should be raising in taxes and
from whom, and, how much it should be spending and on what.”
We agree with this sentiment4.
Another possible solution that first made the rounds of niche financial media
in the early 2010s, and is getting more attention lately, is the possibility of the
U.S. Treasury Secretary directing the U.S. Mint to create a “trillion dollar
platinum coin.” The coin would be deposited into the Treasury’s account at the
Federal Reserve, and make that amount available for spending in dollars.
It appears to be completely within the purview of the Treasury and Mint, as
many experts have indicated, including Phillip Diehl, the former Mint director
and Treasury chief of staff who helped write the platinum coin law 5.
Furthermore, even opponents of the idea recognize its legality, as
demonstrated by proposed legislation by Republican Senator Mike Lee and co-sponsors Republican
Senators Rick Scott and Ted Cruz seeking to change the existing law6.
Current U.S. Treasury Secretary Janet Yellen described it as “a gimmick.”7 While true in some
senses, it could have serious consequences and should make some people rethink the limitations of
government spending and the implications of saying “we can’t afford” some policies.
This leads us to a related topic: inflation. We are monitoring inflationary pressures much closer
today than we have in the past decade. Our base case at the beginning of the year was that we would
see meaningfully higher inflation over the summer of 2021, with a reduction to lower levels as we
moved into 2022.
Many of the inflationary pressures are related to the supply-demand disruptions caused by the global
COVID-19 pandemic. In a typical recession, consumers reduce their purchases of goods (i.e. tangible
“stuff”) but maintain their spending on services. The pandemic flipped that relationship as people
working or schooling from home spent money on new electronics or furniture while they stopped
seeing their hairdresser or requiring dry cleaning for office attire.
This unexpected shift in spending caught many companies out of step as they reduced production at
the beginning of the recession, expecting demand for their goods to fall when, conversely, it actually
grew. On top of that, the Delta variant recently affected some areas in Southeast Asia that managed
to avoid large scale spread in 2020. Some of these countries, like Taiwan and Malaysia, host
companies that are major contributors to the semiconductor manufacturing supply chain. As a
result, factory shutdowns to contain outbreaks added to economic and supply-chain disruptions.
In addition, the United States has a limited supply of ports that can handle the largest cargo ships
that come from Asia, carrying containers of all that “stuff” U.S. consumers have purchased.
(Continued on Page 4)
4 https://www.linkedin.com/pulse/washington-games-

consequences-risks-taxes-stimulus-investing-kelly/
5 https://www.businessinsider.com/mint-the-coin-formermint-director-philip-diehl-explains-why-the-trillion-dollarcoin-law-would-work-2013-1
6https://www.congress.gov/bill/117th-congress/senatebill/185?r=6&s=1
7https://www.reuters.com/world/us/yellen-says-debt-ceilinghike-utterly-essential-opposes-platinum-coin-gimmick-202110-05/
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Team Updates
We appreciate all that you share with us about your family, goals, and life changes. We would
like to take this opportunity to give you a little update about our lives outside the office.
“Halloween came early for some of the Thorsen ~
Hixenbaugh ~ Kovaleski Wealth Advisor’s extended
family. Prior to the spooky holiday, we were treated to
costumes from Patty’s grandchildren as a skeleton and
werewolf and Mike’s daughter’s of a black cat and pink
BatGirl. Mike’s children even got to do some interoffice
Trick or Treating.” ~ Patty & Mike
“As a collector of antique Grandfather clocks the
annual task of ‘falling back’ and ‘springing forward’ is
a bigger project for me than most. On November 7th I
pushed back one hour on each of my forty-five clocks in my collection. A fair
warning to those that do not want an all day
bi-annual ritual, stop collecting!” ~ Donna
“My husband Jason and I enjoyed attending our
family’s first UCF Family Weekend. A hilarious
comedy show, a UCF football game (that included a
win), and a visit with Knightro added to all the fun!
Any reason to be able to visit our daughter is a win for us!” ~Sarah
“My wife Monica and I really enjoy an island vacation to “unplug” from
our everyday life. This year, instead of
leaving the country for a Caribbean
island, we were able to visit Islamorada
in the Florida Keys where we were able
to enjoy some awesome Florida sunsets
like the one pictured here.” ~ Jack
“I enjoy getting to visit my mother in
nearby Tampa, Florida, especially for
special occasions. Our family was able
to get together recently to celebrate on
of my cousin’s Bat Mitzvah. It was a wonderful event filled with family, friends, and new
memories. We were able to capture this
photo together with the scenic backdrop of
downtown Tampa. ~ Jessie
“This year we both returned to our Pre-K
through 12th Grade Stomping grounds, Lake
Highland Preparatory School. Due to COVID19 they moved a lot of the 50th Anniversary
Celebrations to 2021 and we had a blast. Here we are at the entrance to
Alumni Tailgate reception. The Highlander’s went on to win the game
48-21. Go Highlanders!” ~ Kent & J.R.
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This inefficiency causes bottlenecks at ports like Savannah on the Atlantic coast and Los Angeles/
Long Beach on the Pacific coast. In early October of 2021 there were more than 60 ships anchored
off the California coast waiting to be unloaded.
Some experts, like the American Society of Civil Engineers, have long argued that a persistent
underinvestment in this form of infrastructure, as well as underinvesting in connecting the ports
with freight rail systems, would cause these bottlenecks to be worse8.
There are also reports that some purchasing managers, concerned about potential shortages
or long lead times, have been stockpiling goods. Should conditions return to a more normal state of
affairs, they may find themselves holding excess inventory, reducing their need to order more for
some period of time.
One issue with media coverage of inflationary pressures is that a lot of attention gets paid to prices
going up, but much less to when prices go down. Most people may have heard about lumber prices
skyrocketing in 2020 and the first months of 2021, but fewer people heard about those prices falling
over 70% from May to August of this year.
We expect this supply-demand imbalance to eventually find more of an equilibrium as production
increases and supply chain disruptions abate, but we are keeping a close watch.

8 https://ascelibrary.org/doi/book/10.1061/9780784478820

This information is made available with the understanding that Wells Fargo Advisors Financial Network and
its affiliates are not engaged in rendering legal, accounting or tax advice. Any discussion of taxes represents
general information and is not intended to be, nor should it be construed to be, legal or tax advice. Tax laws or
regulations are subject to change at any time and can have a substantial impact on an actual client situation.
Wells Fargo Advisors Financial Network did not assist in the preparation of this report, and its accuracy and
completeness are not guaranteed. The report herein is not a complete analysis of every material fact in respect
to any company, industry or security. The opinions expressed here reflect the judgment of the author as of the
date of the report and are subject to change without notice. Any market prices are only indications of market
values and are subject to change. The material has been prepared or is distributed solely for information
purposes and is not a solicitation or an offer to buy any security or instrument or to participate in any trading
strategy. Additional information is available upon request.
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